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George H. Tucker
W. Ronald Walton
Other Participants
Thomas Ray, Director, Audit and Attest Standards
Gretchen Fischbach, Technical Manager, Audit and
Attest Standards
Jane M. Mancino, Technical Manager, Audit and
Attest Standards
I. CHAIR AND VICE CHAIR'S REPORT
Deborah D. Lambert, Chair, and James S. Gerson, Vice-Chair,
presented to the Auditing Standards Board the highlights of the
Audit Issues Task Force's January 14, 1998 meeting. They also
reported on the liaison meetings with the Institute of Internal
Auditors, the New York State Society of CPAs' Committee on
Auditing, and the presentation of the Horizons document to the
AICPA's Strategic Planning Committee. A copy of the Chair and ViceChair's report is attached to these highlights.
II. DIRECTOR'S REPORT
Thomas Ray, AICPA Director-Audit and Attest Standards, reported
on the following matter to the ASB:
On January 23, 1998, Edmund R. Noonan, immediate past ASB
Chair, J. Gerson and T. Ray participated in a panel discussion at the
American Accounting Association's Midyear Auditing Conference in
Mesa, Arizona. The purpose of the panel discussion was to introduce
subject areas the ASB plans to undertake in the near future with the
objective of encouraging meaningful and useful academic research.
Topics covered included continuous auditing, international,
outsourcing, fraud, information technology, alternative audit
models, and attestable criteria. Other panel members included Bill
Kinney, University of Texas at Austin, and Bill Felix, Arizona State
University. Kurt Pany, ASB member, moderated the panel.
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The session was very well attended—approximately half of the 150
academics at the conference attended this concurrent session,
which was one of four concurrent sessions. The participants were
very interactive and interested in the subjects.
III. AGENDA ITEMS PRESENTED AT MEETING
SAS 59 AND THE YEAR 2000 ISSUE:
A working group is considering how the Year 2000 Issue will affect
the auditor's evaluation of an entity's ability to continue as a going
concern under SAS 59. The group prepared draft interpretations
addressing the following issues—
{
{

Whether the Year 2000 Issue causes conditions and events of
the type contemplated by AU section 341.03a.
What an auditor should do if the aggregated conditions and
events that cause the auditor to believe there is substantial
doubt about the entity's ability to continue as a going concern
for a reasonable period of time include conditions and events
caused by the Year 2000 Issue.

Ron Walton and Jim Gerson presented the draft document to the
Board. The Board reviewed the document and recommended the
following revisions—
{

{

Add an interpretation to describe the auditor's responsibility
when he or she has identified conditions and events relating to
the Year 2000 Issue.
Edit paragraph .06 so that the examples of conditions and
events appear under the corresponding categories of conditions
and events.

The Board concluded that the interpretation will not attempt to
clarify the "reasonable period of time" concept as it relates to the
Year 2000 Issue because such clarification is beyond the scope of an
interpretation.
After revision, the interpretation will be sent to the ASB for fatal
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flaw review.
ATTESTATION RECODIFICATION (File Ref. No. 2155) :
W. Ronald Walton, chair of the Attestation Recodification Task
Force, led the Board's discussion of the project. Walton noted that
the objectives of the project are three-fold: (1) amend the
Attestation Standards to enable direct reporting on the subject
matter of the assertion; (2) conform reporting guidance in the
Attestation Standards with similar guidance in SAS No. 58, Reports
on Audited Financial Statements, and (3) incorporate into the
Attestation Standards the concept of the applicability of the Quality
Control Standards.
The Board:
{

{

{

{

Discussed the applicability of SQCS No. 2. Research revealed
that practitioners should comply with the requirements of SQCS
No. 2 whether or not they are members of the AICPA.
Discussed reporting on an attest engagement when a material
uncertainty exists. The Board agreed that, in such an instance,
the practitioner should report directly on the subject matter,
not on management's assertion.
Voiced no objection to the task force's proposal that AT 200
and AT 300 not be revised to conform for SAS No. 58 until
Phase II of the Attestation Recodification project.
Agreed to the proposal that a revised draft be prepared and
distributed to the members. If no fatal flaws are identified, a
ballot draft would be sent to the Board for balloting for issuance
as an exposure draft (see summary of Board Preference Vote).
If fatal flaws are identified, the issues will be discussed at the
April 1998 Board meeting.

Summary of Board Preference Vote
Attestation Recodification (File Ref. No. 3507)

For Against Abstain Absent
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Should the draft be revised and
sent
to the Board for fatal flaw review?
If there are no fatal flaws, a ballot
draft
would be prepared and sent to the
ASB
for balloting for issuance as an
exposure
draft.

14

-

-

1

CHAIR AND VICE CHAIR'S REPORT (FILE 1220)
Deborah D. Lambert, Chair, and James S. Gerson, Vice Chair, reported the
following to the Auditing Standards Board (ASB):
A. Audit Issues Task Force
The Audit Issues Task Force (AITF) met on January 14, 1998 in New
York. The following are highlights of that meeting:
Introductions and Orientation for New Members
Deborah Lambert, ASB Chair, introduced Denise Esdon, Chair, and
Diana Hillier, Director, of the Canadian Institute of Chartered
Accountants (CICA) Auditing Standards Board (AuSB), as well as
new AITF members Andrew Capelli, Richard Dieter, and John
Fogarty. She spoke briefly about the AITF's responsibilities that
include planning the ASB's agenda, addressing technical issues, and
monitoring issues of interest to the auditing profession as well as
task force progress toward planned goals. D. Lambert summarized
the major initiatives and actions contained in Horizons for the
Auditing Standards Board, the planning document approved by the
ASB at its December 1997 meeting. AITF members discussed the
status and projected completion date of projects continuing from
1997, and the priority for undertaking new projects that are
described in the Horizons document and others that were proposed
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by the AITF members.
Project Planning
Continuing Projects
SAS 59 Year 2000 Interpretations. Drafts will be mailed to the ASB
members by Wednesday, January 21 to allow sufficient time for
review prior to the ASB meeting February 3-5. The target date for
finalizing the interpretations is the February 18 AITF meeting, after
which the interpretations will be circulated for fatal flaw review.
Interpretation of MD&A related to the Year 2000 issue. J. Fogarty
will develop a working draft for discussion at the February 18 AITF
meeting.
Ownership, Existence and Valuation Task Force. This project was
split in mid-1997 into two parts: one is an amendment of SAS No.
81 that provides guidance on auditing fair-value assertions about
financial instruments, and the other is a series of interpretations
dealing with custodianship issues that will be exposed
simultaneously with the amended SAS. The task force membership
will be augmented and the AITF will revisit the project at its April
meeting.
Electronic Dissemination Task Force. The task force intends to issue
"best practices" guidance in 1998. The task force chair will be
invited to present an update on this project at the February AITF
meeting. Draft guidance is targeted for discussion at the April 28-30
ASB meeting. AITF members concluded that the SEC Auditing
Practice Task Force should develop guidance on issues related to
securities offerings made on the Internet, and that responsibility for
guidance related to securities offerings should be excluded from the
Electronic Dissemination Task Force charge.
FASB 125 Audit Issues Task Force. Either a new interpretation, or
an amendment of the first interpretation, will be drafted to address
entities subject to FDIC receivership. A meeting tentatively
scheduled for January 29 may need to be postponed pending
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resolution of issues regarding the guidance in paragraphs 58 and
121 of SFAS 125 and related matters concerning FDIC receivership.
Restricted Use. The exposure draft comment period will end May 7.
The final SAS is targeted to be voted out at the July 28-30 ASB
meeting (possibly the June 2-4 meeting).
Attestation Recodification, Part 1, Direct Reporting. John Fogarty
volunteered Beth Schneider of his firm to take his place on this task
force. Issuance of an exposure draft is targeted for the ASB's April
28-30 meeting.
Audit of Segment Disclosures Task Force. This joint AICPA/CICA
task force will update the guidance in SAS 21 pursuant to the new
accounting requirements of SFAS 131. The task force plans to
rescind SAS 21 and issue the guidance in the form of an
interpretation (the CICA analog is a guideline). A letter has been
sent to the SEC eliciting their response to this proposal by February
15. An initial draft will be discussed at the February AITF meeting.
Prioritization of New Projects Recommended in the ASB Horizons
Document
The AITF discussed tentative new projects proposed in the Horizons
document and reached the following conclusions:
Initiative A:
A1 - Continuous auditing. Presentation at February 18 or April 2
AITF meeting on joint CICA/AICPA project reviewing research on
this. Kurt Pany and Julie Anne Dilley to gather information to focus
this project. May need involvement of academic fellow.
A2 - Evaluation of SAS 82. A steering committee chaired by A.
Capelli will start this project to evaluate the implementation of the
fraud standard as provided in the exposure draft of that standard.
A3 - SAS 58 and consistency paragraph. Inquire of SEC about
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whether they would be willing to change SEC rules if our eliminating
the consistency paragraph would require such a change. If so an
outcome of this project would be taking a middle ground, defer it.
This will be discussed further at the February 18 AITF meeting.
A3 - SAS 54 illegal acts. Defer for consideration later this year.
A3 - Financial flexibility/going concern. R. Dieter suggested AICPA
staff follow up with Fred Gill, Senior Technical Manager, Accounting
Standards, regarding AcSEC's proposed letter to the FASB asking
FASB to undertake this project. T. Ray will report status to AITF at
February 18 meeting.
A4 - Audit reengineering. Defer for consideration later this year.
A6/D6 - Effect of IT on the standards. Put this on CAS agenda to
develop issues paper for presentation at mid-year planning meeting.
A8 - Principal auditor issues. Proposed by A. Capelli and related to
virtual organization/outsourcing issues of A8. Issues to be discussed
and developed by A. Capelli and Technical Audit Advisers at
February 3-5 ASB meeting.
A9/A8/A5 - Redefining the audit model/globalization, virtual
organizations, outsourcing/combining optional deliverables.
Reconsider timing for projects at mid-year planning meeting. These
projects will be deferred pending addition of academic fellow
resource.
Initiative B
B1 - Framework for attestable measurement criteria. A task force
will be formed in the near term to start this project. Participation of
Assurance Services Executive Committee member will be sought.
B2 - Attestation Recodification - Part 2. A task force will be formed
to investigate and make recommendations to the AITF regarding the
scope of this project. Issues to consider include the effects of SASs
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issued since AT 100 was issued; clarifying the terminology and the
guidance on attestable criteria; and resolving inconsistencies within
the standards. Consideration should be given to developing a
conceptual framework for the SASs and SSAEs (CICA standards
have one and IAPC has an exposure draft out). The feasibility of
dedicating a staff person exclusively to this project will be
investigated. J. Fogarty volunteered Beth Schneider as a task force
member. Participation of Assurance Services Executive Committee
member also will be sought.
Initiative C
C1 - International Subcommittee. An International Task Force will
be established that eventually will become the ASB standing
subcommittee on the internationalization of audit and attest
standards as described in the Horizons planning document. James
S. Gerson, Vice Chair of the ASB, will chair this task force. Other
proposed members include Robert Roussey, the AICPA
representative to the International Auditing Practices Committee;
Dan Guy; a representative from the CICA; and a South African
partner of a U.S. firm. Other firms will be asked to identify U.S.
volunteers for this task force.
Initiative D
D1 - Simplify and clarify use and content of various forms of
guidance. Defer for mid-year reconsideration.
D2 - Retrievability of guidance. J. Fogarty suggested staff follow-up
on retrievability of guidance such as AITF Advisories and Notices to
Practitioners and report to AITF as soon as practicable as a "first
step" on this action.
Prioritization of Other Proposed Projects
Amendment of QC Standards for experience requirements. Project
will start in the spring of 1998.
Revisit SAS 72. Proposed by R. Dieter. Revisit SAS 72 to "remove
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fences" with respect to MD&A nonfinancial data. Formation of ASB
task force with representation of SEC Auditing Practice Task Force
members will be reconsidered at mid-year.
Guidance related to EITF 97-13. Proposed by A. Capelli. AITF felt
that no audit guidance could be disseminated timely to address this
EITF requiring the expensing of business process reengineering
costs.
Asian crisis issues. Proposed by J. Fogarty. Guidance could not be
disseminated timely.
Materiality issues. Proposed by R. Dieter. To be discussed at April 2
AITF meeting as a potential project inventory item.
Matters Deferred
Discussion of the agenda items on task force operations, task force
charges, and ASB liaison meetings was deferred to the February 18
AITF meeting.
SAS 59 Year 2000 Interpretations
Luther E. (Tom) Birdzell, Chair, SAS 59 Year 2000 Task Force, and
Gretchen Fischbach, Technical Manager, Audit and Attest Standards,
presented proposed interpretations of SAS No. 59, The Auditor's
Consideration of an Entity's Ability to Continue as a Going Concern.
AITF members felt that the draft interpretations had progressed
significantly since the December AITF meeting, and suggested only
minor changes regarding organization and wording. Drafts of the
proposed interpretations will be mailed to the ASB members by
Wednesday, January 21 to allow sufficient time for review prior to
the ASB's discussion of the interpretations at the February 3-5
meeting. The task force plans to finalize the interpretations for the
February 18 AITF meeting, after which the interpretations will be
circulated to the ASB for fatal flaw review.
B. Liaison Meeting with The Institute of Internal Auditors
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AITF members met with representatives of The Institute of Internal
Auditors (IIA) on January 15, 1998 in New York. Diana Hillier,
Director of Auditing Standards, Canadian Institute of Internal
Auditors, also attended. The following matters were discussed:
Strategic planning efforts recently completed by the ASB
Horizons Task Force and CICA's Task Force on Standard
Setting. The IIA similarly is undertaking a strategic planning
project this year via its Guidance Task Force. The IIA is seeking
an external auditor representative to serve on this task force.
The Task Force expects to complete its work by October 1998.
{ Jane Mancino, Technical Manager, Audit and Attest Standards,
gave a presentation on the Computer Auditing Subcommittee,
its recent publications, its current projects, and how it interacts
with the Auditing Standards Board.
{ William Bishop, President, IIA, and Thomas Ray, Director, Audit
and Attest Standards, led a discussion on international
standard setting
{ Arthur Siegel, Executive Director, and Richard Towers,
Technical Director, Independence Standards Board (ISB), gave
a presentation on the ISB's purpose and responsibilities
B. Liaison Meeting with the New York State Society of CPAs Committee
on Auditing
{

Members of the AITF met with representatives from the New York
State Society of CPAs Committee on Auditing on January 21, 1998
in New York. The following topics were discussed:
Presentation of ASB's planning document and update on
current projects
{ Guidance on materiality with regard to inconsistencies in the
literature and need for additional guidance
{ Accounting references in the auditing literature, e.g.,
subsequent events, going concern
{ Audit of segment information under the new SFAS
{ Clarification of audit guidance on DOL limited scope audits
{ Directional risk
{ Business risk
{ Audit sampling
C. Strategic Planning Committee
{
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D. Lambert and Julie Anne Dilley, Technical Manager, Audit and
Attest Standards, presented the ASB Horizons planning document to
the AICPA Strategic Planning Committee on January 23, 1998. The
Committee's response to the plan was very favorable.
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